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April 9, 2013

Michigan Senate Transportation Committee
Lansing, MI

Re: MEC Opposes SB 265, Test Vehicle Exemption From RTA Vehicle
Registration Tax

Dear Senators;

The Michigan Environmental Council is a coalition of over 65 environmental,
conservation and faith-based organizations located across Michigan. These organizations place a
high priority on transportation issues, and particularly passenger transportation issues, as key to
Michigan’s economic success, good quality of life, and environmental prosperity. The Michigan
Environmental Council enthusiastically supported the Regional Transit Authority (RTA) bill
package last year and we want to ensure that it has the tools necessary for its future success.

In short, this bill would limit the RTA’s potential tools even before it’s up and running
(the RTA’s first board meeting is tomorrow, April 10). SB 265 would exempt a company’s test
vehicles from an additional Regional Transit Authority vehicle registration tax (which would
have to first be proffered by the RTA board and then approved by the electorate). We assume —
based on the referenced US Treasury regulation — that this covers a relatively small number of
vehicles. If our assumption is correct, the burden to the manufacturers should not be great.

We have two primary concerns with SB 265:

1. It’s a special interest carve out. The Legislature should not inaugurate the RTA by
carving out special interest exemptions to potential revenue tools (if approved by the
electorate) which would hinder the infant RTA.

2. It’s premature. The Legislature should not presuppose problems and burdens with
the RTA; it should assess real issues as they arise and provide appropriate and timely
remedies.

Again, the Michigan Environmental Council opposes SB 265 because it would limit the
RTA’s potential tools even before it’s up and running. Thank you for the opportunity to consider
our comments. As always, we are available to you to answer any questions about our comments
you may have.

Sincerely,
C‘I’iiﬂ Fischer C
Deputy Policy Director

Attachment: US Treasury Reg. 1.132-5(N)(2001)
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Erampls 5. Assume the same [acts as in ex-
ample (4) vxcept that company Z only pro-
vides the employee recurity while com-
muting to and from work, but not for any
other ground transpertation. Becanae the
recommendationa of the independent secu-
rity atudy are not applied on a consistent
bapin an overall security program will not
be deemed to exist. Thus, the value of com
muting to and from work is not excludable
from income, However, the value of a hody-
guard with profeasional pecurity training
who does not provide chauffeur or other per-
acnal rervices to the employaa or any mem-
ber of the employee’s family may be exclud-
able as o working condition fringe If such ex-
poenre would he otherwise allowable as a de-
duction by the employee under section 162 or
167,

Example 6. J ia a United States District
Judge. At the hegluning of o 3-month erimi-
nal trinl in J'a court, A member of J's family
receiver death threats M. the division (with-
in government agency W) reeponsible lor
eveluating threats and providing protective
aservices Lo the Federal judicinry, directs ita
threat analyeis unit to conduct a security
atudy with reepect to J and J's family. The
ptudy is conducted purruant to internad writ-
ten procsdures that require an independent
and objective annsessment of any threats to
members of the Federal jndicinry and their
familiea, a sthtement of the requisite secu-
rity reaponse, (f any, to n particular threat
(including the form of transportation to he
furniabed to the empioyee ns part of the se-
curity program). and o description of the cir-
cumstancesa under which local transportation
forr the employes and the employes’s spouge
and dependents may be neceesary for per-
ponal reasons during the time protective
peivices fre provided. M's study concludea
that a bona (ide husiness-oriented security
coneern exinta with reapect to J and J's fam-
ily and determinep that 24-hour protection of
J and J’s family is not neceesery, but that
protection is necessnry during the course of
the criminal tiial whenever J or J'a family is
away from home. Conaistent with that rec-
ommendntion. J is transported every day in
a gzovernment vehicle for hoth personnl and
usiness reasons and I8 accompanied by two
hodygunrd/chauflfenrs who have heen trained
in evamive driving technigues. In addition,
J'n spoune i driven to and from work and J's
children are driven to and from achool and
occapional echool activities, Shortly after
the trial is concluded. M's threat analyais
unit determines that .J and J'r family no
longer need mrpecinl protection bLecauee the
davger pueed by the threat no longer exists
and, accordingly. vehicle transportation ia
no longer provided. Becrure the pecurikty
ntady conducted by M complies with the con-
ditions of §1.132-5(m)(2)v). M has satisfied
the requirement for an independent security
ptudy and an overal] security program with
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reapect to J ia deemed to exiat. Thuwr, with
respect to the transportetion providad for se-
curity concerns, J may exclude ae a werking
condition fringe the value of any apecial se-
curity featurves of the government vehicle
and the value attributable to the two hody-
gunrdichewlfears, See Erample (1) of this
paragraph (mw8). The value of vehicle trans-
portation provided te J and J's family for
personal veasons. other than commuting.
may alno be excluded during the period of
protection, hecaure ite provision was con-
siptent with the reconunendntion of the wne-
curity study,

Example 7, Aggume the same facty an in Er-
ample (6) and that J's one-way commute he-
twesn home and work [a 10 milea  Under
paragraph (m)6) of this rection, the Pederal
Grovernment may value transportation pro-
vided to ] for commuting purposes pursuant
to the value set forth in either the vehicle
gente-per-mile rule of §1,681-21(e) or the coni-
muting veilunbion rule of §1.61-21(N. Pecause
the commuting valuation rule vieldr the
least amount of taxable incvome to J under
the circumstances, W values the transpor-
tation provided to J for comumuting at $1.50
per ohne-way commute, even though J in a
control employee within the meening of
§1.61-21¢ £)(6).

(n ] —4 1y I genergl, The
foir market value of the use of con-
sumer goods. which are manufactured
for sale to nonemployees. for product
testing and evaluation by an employee
of the manufacturer outeide the em-
ployer's workplace., is excludible from
groee income ag a working condition
fringe if—

(1) Consumer' testing and evaluation
of the product i8 an ordinary and nec-
essary businese expense of the em-
ployer:

(i1) Business reasons necessitate that
the testing and evaluation of the prod-
wet be performed off the employer's
business premises by employees (i.e..
the testing and evaluation c¢amot be
carried out adequately in the employ-
er's office or in laboratory testing fa-
cilitiem):

(iil) The product is furmnished to the
employvee for purpompes of testing and
evaluation:

(iv) The product is made availahle to
the employee for no longer than nec-
ensry to test and evaluate ite perform-
ance and (to the extent not exhausted)
muet be returned to the employel at
completion of the testing and evaluw-
tion period;
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(v) The employer imposes limits on
the employee's nge of the product that
glgnificantly reduce the value of any
personal benefit to the employee; and

(vi) The employee must mubmit de-
tailed reports to the employer on the
testing and evaluation. The length of
the testing and evaluation period must
be reasonnhle in relation to the prod-
uct heing tested.

(2) Employer-imposed linits. The ve-
guirement of paragraph (n)1)v) of this
aection is satiafied if—

(i) The employer places limits on the
employee’s ability to select among dif-
ferent models or varieties of the con-
sumer product that is furnished for
testing and evaluation purposes; and

(i1} The employer generally prohibits
usge of the product hy persons other
than the employee and. in appropriate
cagzes, requnires the employee. to pur-
chase or lease a5 the employee’s own
expense the same type of product ag
that being tested (so that personal use
by the employee’s family will be lim-
ited;. In addition, any charge by the
employer for the personal use by an
employee of a product being tested
shall be taken into account in deter-
mining whether the requirement of
paragtaph (n)1)}v) of this section is
satirfled.

% Discrimincting classifications, If an
employer furnishes products under o
testing and evaluation program only.
or presumably, to certuil classes of
employees (such as highly compensated
employvees, as defined in §1.132-8(g)).
this fact may be relevant when deter-
mnining whether the products are fur-
nished for testing and evaluation par-
poses or for compensation purposes,
unless the employer can show o husi-
ness reagon for the claseification of
employees to whom the products are
farnished (e.x., that automobiler are
furnished for testing and evaluation by
an automobile manufactarer to its de-
sign engineerr and supervisory me-
chanics).

(4) Factors that rwegale the existence of
a product lesting progrant. If an em-
ployer fails to tabulate and examine
the results of the detailed reports sub-
mitted by employees within a reason-
able period of time after expiration of
the tesbing period, the program will
not be considered a product teabing
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program for purposes of the exclueion
of this paragraph (n), Existence of one
or more of the following factora may
also establish that the program ie not
a bonua fide product testing program for
purpaoses of the exclugion of this para-
graphin):

(1) The program i in essence a leas-
ing propram under which employeen
lease the congumer goode from the em-
ployer for o fee:

{ii) The nature of the product and
otheyr considerations are insufficient to
jusbify the testing progiram; or

(iii) The expense of the program out-
weighs the benefite to he gained from
testing and evaluation.

(53 Failure lo meet the reguirements of
this paragraph (n). The fair market
value of the use of property for product
testing and evaluation hy an employee
outside the employee’s workplace,
under o product testing program that
does not meet all of the requirements
of this paragraph (n}, i8 not excludable
from gross income a8 o working condi-
tion fringe under this paragraph (n).

6) Erample. The rules of this para-
graph (n) may he illustrated by the fol-
lowing example:

Erample. Asaume that an emplorer that
manufoctires  automobiles establishea a
product testing program undei which 50 of
it 5.000 employees test and evaluate the
automobiles lor 30 daye. Assame further that
the 50 emploveosr reprerent a fair cross-sec-
tion of all of the employees of the employer.
such employees submit detailed reports to
the employer on the testing and evaluation,
the employer tabulater and examines the
test vemults within o reasonable time. ani
the ure of the automobiles in restiricted to
the employees. If the emplover imposes the
limity dercribed in pavagraph (m)2) of this
section. the employess may exclude the
value of the upe of the automobile during the
teating and evaluation period.

(0) Quadified awlamnobile demonstration
use—(1y In general. The value of gnali-
fied antomobile demonstration use is
excludahle from groes income as «
working condition fringe. “Qualified
automobile demonstration use’ is any
use of a. demonstiation automobile by a
full-time antomohile salesman in the
galeg area in which the automobile
desler’s sales office ie located if—

(1) Such use is provided primarily to
facilitate the salesman’s performance
of services for the employer: and
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